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Introduction 
1. SDIA is an allowance payable to eligible staff in four Health Boards: Shetland, Orkney, Western Isles and Highland. 

2. Historically this has been part of the main allocation but at the TAGRA meeting of 1 July 2009 it was announced that a supplementary SDIA allocation would be made to the three wholly island Boards. TAGRA has asked that the impact on the formula be investigated to ensure there is no double-counting of these costs.
Purpose

3. This paper summarises the findings of initial investigations by ISD into the possible removal of SDIA costs from the formula; highlighting the complexities and methodological issues involved.
BackgrounD
4. SDIA is payable to eligible staff in four Health Boards at rates set by the Scottish Government. The Health Boards in which staff are eligible to receive payments are Shetland, Orkney, Western Isles and Highland (for Tiree, Jura and Islay). 

5. Historically this funding was part of the general revenue allocation.  Recently it was announced that a supplementary SDIA allocation would be made to the three wholly island Boards, totalling £1,000,000 
6. TAGRA asked ASD/ISD to investigate the effects of removing SDIA costs from the NRAC formula.
7. The formula uses costs information from the Costs Book. SDIA costs are however not separately identifiable here (they are included in staff costs). Health Boards were therefore asked to provide estimates of their total SDIA costs for the last three years: these totalled around £2 million for 2008/09. 
summary of initial investigations 
8. The parts of the formula that are impacted by these costs are the excess costs and age-sex components. ISD investigated removing these SDIA costs from the formula calculations to check the potential scale of impacts on all Health Boards.  The identification and removal of costs proved to be a very complex process: 
9. SDIA costs are not separately identifiable in the Costs Book: the total costs estimates had to be apportioned to care programmes and related activity using various assumptions.
10. Because of the methods used to calculate community excess costs adjustments (travel simulation model and part of SAF) these SDIA costs could not be removed from this section.  Instead all SDIA costs were removed from the hospital care programme excess costs adjustments.  They were removed using hospital and specialty WTE of medical and nursing staff as indicators. 
11. Once the excess costs adjustments had been revised the Board target shares were re-calculated (the age-sex and MLC components were unchanged).  Data from the shadow run (2008/09) was used for the modelling.  The change in target shares as a result of removing SDIA costs in this way is shown in Table 1 below.
12. The hospital excess costs adjustments are assigned at SEURC level. The removal of SDIA costs decreased the hospital excess costs indices for the Island SEURCs i.e. 51 (Small towns–very remote–Island) and 81 (Rural–very remote–Island).  These indices decreased from around 1.12 to 1.09 and around 1.16 to 1.13 respectively.  
13. This led to a decrease in target shares for Orkney, Shetland and Western Isles as these Boards are composed solely of data zones from these SEURCs:
Table 1  Initial results of removing SDIA costs with 10 SEURCs– Impact on target shares

[image: image1.emf]Health Board Original

SDIA 

removed Perc. points

Rel. % 

change

Ayrshire & Arran 7.46% 7.47% 0.0002% 0.002%

Borders 2.09% 2.09% 0.0010% 0.050%

Fife 6.88% 6.88% 0.0031% 0.045%

Greater Glasgow & Clyde 24.68% 24.69% 0.0093% 0.038%

Highland 6.22% 6.21% -0.0061% -0.098%

Lanarkshire 11.00% 11.01% 0.0045% 0.041%

Grampian 9.37% 9.37% 0.0044% 0.047%

Orkney 0.42% 0.42% -0.0084% -1.986%

Lothian 14.47% 14.48% 0.0060% 0.041%

Tayside 7.83% 7.83% 0.0033% 0.043%

Forth Valley 5.45% 5.45% 0.0024% 0.044%

Western Isles 0.64% 0.62% -0.0124% -1.952%

Dumfries & Galloway 3.04% 3.04% 0.0016% 0.052%

Shetland 0.45% 0.44% -0.0089% -1.983%

Difference (SDIA - Original) Shadow run - Target shares


14. Highland’s target share also decreased as it has data zones in SEURCs 51 and 81 (Ayrshire & Arran was also affected but it has a smaller proportion of its population in these SEURCs than Highland). This highlighted the fact that although only some islands are eligible for SDIA all island data zones are applied the same (average) adjustment according to its SEURC. 

15. Because of this an alternative method was used to model the removal of SDIA costs.  In this scenario two extra SEURC categories were created to distinguish between islands with and without SDIA: resulting in four island SEURCs (51 and 81 – Island without SDIA; 52 and 82 – Island with SDIA).  The impacts on target shares are shown in Table 2 below.
Table 2  Results of removing SDIA costs with 12 SEURCs – Impact on target shares
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SDIA 

removed Perc. points

Rel. % 

change

Ayrshire & Arran 7.46% 7.46% -0.0075% -0.101%

Borders 2.09% 2.09% 0.0012% 0.059%

Fife 6.88% 6.88% 0.0037% 0.053%

Greater Glasgow & Clyde 24.68% 24.69% 0.0115% 0.046%

Highland 6.22% 6.19% -0.0351% -0.565%

Lanarkshire 11.00% 11.01% 0.0055% 0.050%

Grampian 9.37% 9.37% 0.0052% 0.055%

Orkney 0.42% 0.42% 0.0000% -0.009%

Lothian 14.47% 14.48% 0.0072% 0.050%

Tayside 7.83% 7.83% 0.0040% 0.051%

Forth Valley 5.45% 5.45% 0.0029% 0.053%

Western Isles 0.64% 0.64% -0.0003% -0.042%

Dumfries & Galloway 3.04% 3.04% 0.0018% 0.061%

Shetland 0.45% 0.45% 0.0000% 0.003%

Shadow run - Target sharesDifference (SDIA - Original)


16. The creation of two extra SEURCs leads to a decrease in the target share of Highland (compared to the first scenario); in contrast the three Islands Boards’ target shares all increase. 

17. The explanation for this is that even after removing SDIA costs the hospital excess costs indices are much higher for the SDIA island data zones (virtually all of which are in Orkney, Shetland and Western Isles) than for the non SDIA islands (found only in Highland and Ayrshire & Arran). 

18. Under 10 SEURCs (with SDIA costs removed) the two types of island are grouped together in SEURCs 51 and 81 resulting in hospital excess costs indices of 1.09 and 1.13 respectively. 
19. Under 12 SEURCs (with SDIA costs removed) the higher costs are now separated out from 51 and 81 (non SDIA islands) into 52 and 82 (SDIA islands only) resulting in the following SEURC hospital excess costs indices: 51 = 0.87; 81 = 1.05; 52 = 1.14; 82 = 1.15.  
20. It should be noted that in the second scenario the hospital excess cost indices for some SEURCs are based on a very small number of cases meaning they could be significantly impacted by any outliers e.g. the new 51. 

21. Orkney, Western Isles and Shetland’s target shares increase (compared to the first scenario) as the lower costs for non SDIA islands are removed from their SEURC hospital excess costs adjustments. Meanwhile the target shares for Highland and Ayrshire & Arran show the opposite effect.

22. There are also other issues to consider:

23. If Costs Book guidance was changed to advise Boards to remove or identify SDIA costs separately there would be a delay of several years before this fed into the formula fully (as the excess costs adjustments use three years of costs and activity data).
24. The supplementary allocation of £1 million is around half the estimated SDIA costs reported by Boards for 2008/09 yet initial modelling has focused on removing all SDIA costs from the formula.
25. Because of the complexities there are concerns about the methodology used; any technical solution would need to be assessed and approved. 
26. Even if a suitable technical solution could be found the formula cannot be altered in time for the 2010/11 target share results. 
CONCLUSION
27. As noted above, ISD have advised that it is not practical to make any changes to the NRAC formula for 2010/11. ASD and ISD are continuing to look at options for how SDIA might be treated in future years.

28. If TAGRA member wish to discuss potential future options for SDIA costs, then they should contact Keith MacKenzie following this meeting.
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